Internal Revenue Se

.....

District Director -

Dear Sir or Madam: . .
We have considered your appliciﬁidn;ﬁdﬁ;ieQSQﬁfﬁiindf;exeﬁﬁgibn from
Federal income tax under the provisions.of eection 501 (¢) (6) ‘of the
Internal Revenue Code of 1986 and'its-applicable'Inaome.Tang*
Regulations. Based on the_ available information, we havexdetgrmined
that you do not qualify for the reasons.set forth on Enclosure I.
Consideration was given tofwhether yﬁu“qu;lify f5f eiémpt;bhiunder
other subsections of section 501(c) of the Code and we have concluded
that you do not. B A : SRR .

As your organization.has not established exemption fxom Federal income
tax, it will be necessary for you to file an annual income‘tax return
on Form 1041 if you are a trust or Form 1120 if You are a corporation
or an unincorporated association. ' ; o

If you are in agreement with our proposed denial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action. . '

You have the right to protest this proposed determination if you
believe that it is incorrect. To protest, you should submit a written
appeal giving the facts, law and other information to support your
position as explained in the enclosed Publication 892, —"Exempt
Organizations Appeal Procedures for Unagreed Issues": <«Thélfappeal must
be submitted within 30 days from the date of this letter and mmst be
signed by one of your principal officers. You may request a hearing
with a member of the Office of the Regional Director of Appeals when
you file your appeal. If a hearing is requested, you will be contacted
to arrange a date for it. The hearing may be held at the Regional
Office, or, if you request, at any mutually convenient District Office.
If you are to be represented by someone who is not one of your ,
principal officers, he or she must file a pProper power of attorney and
otherwise qualify under our Conference and Practice Requirements as set
forth in Section 601.502 of the Statement of Procedural Rules. See
Treasury Department Circular No. 230. S
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Information submitted with your application indicates you were
incorporated on 2 S RS & Your Articles
of Incorporation state you were formed for the purpose of promoting the
innkeeping industry in b and in any activity or business

permitted under the laws of the United States and TSRS SRR R

Your members are professionally ruh,‘_ independently owned small
businesses operated in a building(s) which are used primarily for
providing overnight accommodations.to the public.

Your correspondence dated G listed the activities of the
organization in carrying out your purposes:

1. Distribution of a monthly newsletter- discussing industry trends,
topics of concern, and advice on business practices,

2. Distributing a concierge book- showcasing member attractions,
restaurants, products & services, -

3. Conducting an WiliJRcopen house tour- informal tours c? all
member WHl®, to be attended by other

4. Conducting monthly membership meetings- with featured speakers to
discuss topics related to specific business practices,

5. Operating an SENMEMJMNE' reservation referral system and
cooperative marketing program- to increase occupancy among
membership,

6. Conducting @Ry tours- open to the general public,
specifically targeting tourist, featuring historically significant
properties, and

7. Communicating weekly with the membership.- to update all members
with respect to new federal, state, and local legislation.

' The operation of the reservation referral system is outlined in the

you submitted with your
application. Each week, a different @R acts as a contact point. The
contact point-gollects availability data from member -_, IE the
contact point has no availability for a particular daté& or does not meet
the customer's needs, customers are referred to other member ENEF

Of the present activities, your correspondence dated

stated @ of your time is dedicated to promoting the membership, @ is
dedicated to the reservation referral system, @)% is dedicated to the
im7iementation of the mission statement, which states "The purpose of
tire by 15 to develop programs that
increase members' occupancy; to promote professional development and tc
provide community representation for our organization and industry.",
and 8% is dedicated to maintaining a code of ethics.

La

Section 501(c) (6) of the Code provides for exemption from federal income
tax of business leagues not organized for profit, no part of net




earnings of whiph:inures to the benefit of any private sharelolder or

individual.- L S

Application of Law

Rev. Rul. 68-264, 1968-1 C.B. 264 defines a particular Qervice for the

purposes of section 501(c) (6) of the Code as being an activity that

Sserves as a convenience or an economy to the members of the organization
in the operation of thei: businesses.

Rev. Rul. 59-234, 1959-2 C.B. 149; Evanston-North Shore Board of
Realtors v. United States, 320 F. 24 375 (1963) held that a real estate
board whose primary purpose and activity was the operation of a multiple
listing service for its members did not qualify for exemption.

Rev. Rul. 74-228, 1974-1 C.B. 136 held that an organization formed by
carriers engaged in transoceanic Passenger service, whose primary
activity consisted of appointing travel agents to book passenger travel
on its member ships did not qualify for exemption.

distribute calls for towing service on a rotational basis to its members
who are tow truck owners and operators did not qualify for exemption.

It is clear from the information you provided that the primary purpose
of the organization is to provide services to benefit the members of the
association rather than the industry as a whole. Your
correspondence dated ) stated the concierge book
showcases member attractions. You also stated the reservation referral
system and cooperative marketing program is to increase occupancy among
the membership. These activities ara similar to the activities in the
Revenue Rulings cited above.

Conclusion

Accordingly, we have concluded that your program results in an economy




or a cbn\ieniencev?ﬁ’_the -conduct of - the members of. the association's.
businesses.” SInce’a majority of ‘the organization's time.is ‘dedicated to
programs that have no benefit to. t:he"*indust:_ry,aaaf;‘who;e' ‘but-'are
strictly for the benefit of the members, you cannot qualify for -
recognition of exemption under section’501(c) (6) ofigthé*"C;od'e .




